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will be taken upon receipt of Treasury
Department notification that a sure-
ty’s certificate of authority to do busi-
ness with the Federal Government has
been revoked or forfeited.

§ 1.916 Liquidation of collateral.
VA will exercise its rights to liq-

uidate security or collateral and apply
the proceeds to debts due it through
use of a power of sale in the security
instrument or a non-judicial fore-
closure if the debtor fails to pay his or
her debt, within a reasonable time
after demand, unless the cost of dis-
posing of the collateral will be dis-
proportionate to its value or the par-
ticular circumstances require judicial
foreclosure. VA must provide the debt-
or with reasonable notice of the sale,
and an accounting of any surplus pro-
ceeds, as well as notice of any other
procedures required by law or contract.
Collection from other sources, includ-
ing liquidation of security or collat-
eral, is not a prerequisite to requiring
payment by a surety or insurance com-
pany unless such action is expressly re-
quired by statute or contract.

(Authority: 31 U.S.C. 3711)

[52 FR 42106, Nov. 3, 1987]

§ 1.917 Collection in installments.
(a) Whenever feasible, and except as

otherwise provided by law, debts owed
to VA together with any interest and
administrative costs assessed under
§ 1.919, shall be collected in full in one
lump sum. Collection in one lump sum
is applicable whether the debt is being
collected by administrative offset or by
another method, including voluntary
payment. However, payments may be
accepted in regular installments when
the debtor is financially unable to pay
the debt in one lump sum.

(b) In agreeing to accept regular in-
stallment payments to liquidate an
outstanding indebtedness, VA shall ob-
tain a legally enforceable written
agreement from the debtor which
specifies all of the terms of the agree-
ment and which contains a provision
accelerating the debt in the event that
the debtor defaults. The size and fre-
quency of installment payments should
bear a reasonable relationship to the
size of the debt and the debtor’s ability

to pay. If possible, the installment pay-
ments should be sufficient in size and
frequency to liquidate the debt in not
more than three years. Installment
payments of less than $50 per month
shall be accepted only if justified on
the grounds of financial hardship or for
some other reasonable cause.

(c) If VA is holding an unsecured
claim for administrative collection, it
shall attempt to obtain from a debtor
an executed confess-judgment note in
States and jurisdictions where per-
mitted, using Department of Justice
Form 1, or another appropriate Depart-
ment of Justice form, whenever the
total amount of the deferred install-
ments will exceed $750. Such notes may
also be sought when an unsecured obli-
gation of a lesser amount is involved.
When attempting to obtain confess-
judgment notes, VA shall provide debt-
ors with a written explanation of the
consequences of signing the note, and
shall maintain sufficient documenta-
tion to demonstrate that the debtor
signed the note knowingly and volun-
tarily. Security for deferred payments,
other than a confess-judgment note,
may be accepted in appropriate cases.
VA may accept installment payments
even if the debtor refuses to execute a
confess-judgment note or to give other
security.

(d) If the debtor owes more than one
debt and designates how a voluntary
installment payment is to be applied as
among these debts, that designation
must be followed by VA. If the debtor
does not designate the application of
the payment, VA shall apply payments
to the various debts in accordance with
the best interests of the Government as
determined by the facts and cir-
cumstances of the particular case, pay-
ing special attention to applicable
statutes of limitations.

(Authority: 31 U.S.C. 3711)

[52 FR 42106, Nov.3, 1987]

§ 1.918 Exploration of compromise.
VA will attempt to effect com-

promises, preferably during the course
of personal interviews, in accordance
with the standards set forth in §§ 1.930
through 1.938 in all cases in which it is
ascertained that the debtor is finan-
cially unable to pay the full amount or
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in which the litigative risks or the
costs of litigation dictate such action.

[52 FR 42107, Nov. 3, 1987]

§ 1.919 Interest.
(a) Except as otherwise provided by

statute, contract, or other regulation
to the contrary, VA shall assess:

(1) Interest on all indebtedness to the
United States arising as a result of par-
ticipation in VA benefit programs
which are being paid in installments,

(2) Interest and administrative costs
of collection on debts where repayment
has become delinquent, and

(3) Interest, penalties, and adminis-
trative costs on all nonbenefit debts in
accordance with 4 CFR 102.13.

(b) Every party entering into an
agreement with the Department of
Veterans Affairs for repayment of in-
debtedness in installments shall be ad-
vised of the interest charges to be
added to the debt. All debtors being
provided notice of indebtedness, includ-
ing those entering into repayment
agreements, shall be advised that upon
the debt becoming delinquent, or in the
case of repayment of already delin-
quent debts, interest and the adminis-
trative costs of collection will be added
to the principal amount of the debt.

(c) The rate of interest charged by
VA shall be based on the rate paid by
the United States for its borrowing as
published in the Treasury’s Cash Man-
agement Regulations (ITFM 6–8000).
The rate of interest shall be adjusted
annually on the first day of the cal-
endar year to reflect the average rate
being charged in accordance with the
Treasury’s Cash Management Regula-
tions. Once the rate of interest has
been determined for a particular debt,
the rate shall remain unchanged
throughout the duration of repayment
of that debt.

(d) Interest on amounts covered by
§ 1.919 shall accrue from the date the
initial notice of the debt is mailed to
the debtor. Notification shall be con-
sidered sufficient when effected by or-
dinary mail, addressed to the last
known address, and such notice is not
returned as undeliverable by postal au-
thorities.

(e) Interest under this section shall
not be charged if the debt is paid in full
within 30 days of mailing of the initial

notice described in paragraph (b) of
this section. Once interest begins to ac-
crue, and after expiration of the time
period for payment of the debt in full
to avoid assessment of interest and ad-
ministrative costs, any amount re-
ceived toward the payment of such
debt shall be first applied to payment
of outstanding administrative cost
charges and then to accrued interest or
costs, and then to principal, unless a
different rule is prescribed by statute,
contract, or other regulation.

(f) All or any part of the interest and
administrative costs assessed under
this section are subject to consider-
ation for waiver under section 5302 of
title 38 U.S.C., and appropriate admin-
istrative procedures.

(1) In general, interest and adminis-
trative costs may be waived only when
the principal of the debt on which they
are assessed is waived by a Committee
on Waivers and Compromises. However,
VA may forbear collection of interest
and administrative costs, exclusive of
collection of the principal of the debt
on which they are assessed, as well as
terminate further assessment of inter-
est and administrative costs when the
collection of such interest and costs
are determined to be not in the govern-
ment’s best interest. Collection of in-
terest and administrative costs shall
not be considered to be in the best in-
terest of the government when the
amount of assessed interest and admin-
istrative cost is so large that there is a
reasonable certainty that the original
debt will never be repaid. The deter-
mination to forbear collection of inter-
est and administrative cost, exclusive
of collection of the principal of the
debt, shall be made by the Chief of the
Fiscal activity at the station respon-
sible for the collection of the debt.
Such a determination is not within the
jurisdiction of a Committee on Waivers
and Compromises.

(2) When a debtor requests a waiver
of collection of the indebtedness, inter-
est and administrative costs shall not
be assessed until either

(i) A Committee on Waivers and
Compromises has considered the re-
quest and rendered an initial decision,
or

(ii) The applicable time limit for re-
questing waiver, as stated in 38 U.S.C.

VerDate 11<MAY>2000 11:56 Jul 18, 2001 Jkt 194134 PO 00000 Frm 00102 Fmt 8010 Sfmt 8010 Y:\SGML\194134T.XXX pfrm11 PsN: 194134T


		Superintendent of Documents
	2014-12-17T09:43:32-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




